16. Ameritech Michigan denies all allegations therein for the reason
that they are untrue and are conclusions of law and fact.

17. Ameritech Michigan neither admits nor denies the allegations as
to statements made by potential customers of Brooks Fiber’s local exchange service
to Brooks Fiber therein for the reason that it lacks information sufficient to form a
belief as to the truth of such allegations. Ameritech Michigan also neither admits
nor denies the allegations of Brooks Fiber regarding alleged incurred expenses in
paying termination liability of customers of Ameritech Michigan's intralLATA toll
contracts for the reason Ameritech lacks information sufficient to form a belief as to
the truth of such allegations. Ameritech Michigan denies all other allegations
therein fo;' the reason that they are untrue and are conclusions of law and fact.

18. Ameritech Michigan admits that Brooks Fiber has requested a
contested case hearing herein.

19. Ameritech Michigan admits that Brooks Fiber has attached

testimony and exhibits from Martin W. Clift and Bernie Schmidt.
.. AFFIRMATIVE DEFENSES

Ameritech Michigan hereby avers, alleges, and demands answer to the
following affirmative defenses to Brooks Fiber’s complaiht:

1. Ameritech Michigan affirmatively states and realleges the
allegations made in Paragraphs 1 through 19 hereof as though fully set forth herein

by way of affirmative defenses to Brooks Fiber’s complaint.



2. Brooks Fiber lacks standing to assert claims in this complaint
relating to Ameritech Michigan’'s provision of intraLATA toll service to its
customers including, but not limited to, allegations regarding allegedly improper
terms .6f such contracts between Ameritech Michigan and its customers or alleged
failure to disclose information to such customers.

3. This Commission lacks jurisdiction with regard to claims made by
Brooks Fiber concerning Ameritech Michigan’s contracts with its customers for
intralLATA toll services and with regard to whether Ameritech Michigan’s
management makes a decision to offer or not to offer intralLATA toll service to end
user customers of Brooks Fiber's basic local exchange customers at the present
time.

4. Ameritech Michigan states that Brooks Fiber is not entitled to
obtain intralLATA toll services for its end user customers pursuant to the former
PEC/SEC arrangement which exists between Ameritech Michigan and certain
independent telephone companies, such as Allendale Telephone Company, Drenthe
Telephone Company, and Borculo Telephone Company. In prior proceedings hefore
this Commission, Brooks."Fibe.r has specifically stated that it is a primary exchange
carrier. Furthermore, such arrangements are not applicable in situations involving
a local exchange provider who has implemented intralLATA dialing parity with “2-
PIC” technology. The Commission has already determined that participation of
intralLATA toll providers, such as Ameritech Michigan, in offering their services to
end user customers of local exchange providers who have implemented 2-PIC

technology (as Brooks Fiber has claimed to have done) is voluntary on an exchange-

-8 -



by-exchange basis. (See the MPSC's Order in Case No. U-10138, March 10, 1995, p.
35)

5. Ameritech Michigan states that it believes that Brooks Fiber has
asserted the issue> raised in this complaint in an attempt to revisit its claam for
abrogation of existing customer contracts, or “fresh look,” as asserted but rejected
by the Commission in its February 29, 1995 order, MPSC Case No. U-10647, the
application of Brooks Fiber's predecessor, City Signal, for establishment of
interconnection arrangements with Ameritech Michigan, and is thus barred from
relitigating this issue herein.

6. Ameritech Michigan states that its actions are in compliance with
the Michigan Telecc}mmunications Act, 1991 PA 179, as amended, and Commission

orders relating to the matters set forth in Brooks Fiber’s complaint.



WHEREFORE, Ameritech Michigan requests that Brooks Fiber's

complaint be denied, and that the Commission grant such further relief as it may

deem to be appropriate under the circumstances.

DATED: April 18, 1997

-10 -

Respectfully submitted,

AMERITECH MICHIGAN

CRAJG/A. ANDERSON (P28968)
444 Mithigan Avenue, Room 1750
Detroit, Michigan 48226

(313) 223-8033

sl

PAUL V. LA SCHIAZZA
Vice President - Regulatory
Ameritech Michigan




444 Michigan Avenue
Room 1750

Detrait, M1 48226
Oftice: 313-223-8033
Fax; 313-496-9326

erit€Ch [C::)z‘r?s:t' Angerson

April 22, 1997

Ms. Dorothy Wideman

Executive Secretary MICHIGAN PUBLIC 8ERVICE
Michigan Public Service Commission FILED
P.O. Box 30221

Lansing, MI 48909 APR 2 3 1997
Re: MPSC Case No. U-11350.

COMMISSION
Dear Ms. Wideman:

Enclosed for filing in the above-referenced case is the original proof of
service for the Answer and Affirmative Detenses of Ameritech Michigan filed with
the Commission April 18, 1997.

Very truly yours,

&AABO.W
74

Enclosure

CAA:jkt



STATE OF MICHIGAN

BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION

In the matter of the complaint of BROOKS FIBER )
COMMUNICATIONS OF MICHIGAN, INC. )
against AMERITECH CORPORATION and )
MICHIGAN BELL TELEPHONE CO., d/b/a ) Case No. U-11350
AMERITECH MICHIGAN, regarding )
discriminatory practices as it relates to the )
termination of intralLATA toll traffic. )
) MICHIGAN PUBLIC SERVICE
FILED
PROOF OF SERVICE APR 2 3 1997

Jacqueline K. Tinney, being first duly sworn, depose_QQWb%S‘QNthat
on the 18th day of April 1997, she served a copy of the Answer and Affirmative

Defenses of Ameritech Michigan upon the parties listed on the attached service list
via facsimile.

Further, deponent sayeth not.

Z % J%QUELINE K. TINNEEY‘ 7

Subscribed and sworn to.‘before me
this 18th day of April, 1997.

(Atiiin X Fit

T TR R T,
I.\OT‘\I(Y FULL STATE OF MIC) LGAN
MAUOMNE COUNTY
ACTING 1IN
WAYNE COUNTY
VYT g DRNESE LS !

-———— e a——



MP

David Voges '
Assistant Attorney General
6545 Mercantile Way, Suite 15
Lansing, MI 48911

Representing MPSC Staff
Fax: 517-334-7655

SERVICE LIST

E NO. U-11350

William R. Ralls
Butzel Long

118 W. Ottawa Street
Lansing, MI 48933

Representing Brooks Fiber
Fax: 517-372-6672
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" STATE.OF MICHIGAN
. BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION

LI R

In the matter of the complamt of BROOKS
- FIBER COMMUNICATIONS OF MICHIGAN,

. INC. against AMERITECH CORPORATION, apd.
. MICHIGAN BELL TELEPHONE CO., d/b/a MM‘HGAEJ PUBUS SERYGK. U-11350
X AMERITECH MICHIGAN, regardmg dlscr\mmatory )F ILE

2 practices as it relates to the termmatmn of

g intraLATA toll traffic. o APR 171997

g Lol

§ - MCI TELECOMMUNICATIONS CODMBS&CN)N

. AND

MClmetro ACCESS TRANSMISSION SERVICES, INC.
Z __PETITION FOR LEAVE TOQ INTERVENE

Pursuaht to Rule 201 of Ithe Commx_s_smn s Rules of Practice and Procedure, R 460.17201,
MCI Telecommunications Corp'oration'_ (""MCI”") and MClmetro Access Transmission Services, Inc.

(“MClmetro ) petition for leave to intervene in the above captioned matter. In support, petitioners

say as follows: )

1. In its orders in Cases Nos. U- 7853 and U-8946, dated April 23, 1985 and December

« 800 RMICHIGAN NATIONHAL TOWER

22,1987, respectwely, the Comm1351on authonzed MCl to provide interLATA and intraLATA toll
telecommumcanon services. :

2. ~In its orders in Case No U 10138 dated February 24, 1994 and July 19, 1994, the
Comm15510n gramed MCI authorlty to prov1dc 1+ intraLATA message toll service on a dialing

parity basis thh Ameritech chhlgan (“‘Ameritech’ )

3. In its order in Case No. U-1061 0, dated March 29 1995, the Commission authorized

A PROFESSHIOHAL y AATED LiaBatly CONPANY

- MCI’s afﬁhatc MCImetro to prowde ba51c local exchange service in certain portions of the state

of Michigan. .

4. In Case No. U-11345, MCImetro has pendmg an application for authority to provide

YKEMA GOSSETT

© basic local exchange service in rernammg pomons of Mlch1gan including the geographic area in
dispute in the above, captioned docket.

5. MCTI or MCImétro have intervened or actively participated in the vast majority of

proceedings bcv‘fore:this Comm’i_ssio,n relating to .the transition from a monopoly to a competitive

telecommunications environment.



6. MCI or MClmetro have intervened or actively participated in a large number of
, complamr proceedings before this Commission, e.g., the MCI intral ATA dialing parity complaint
proceedmg, Case No. U-10138; the Sprmr bzllmg insert complaint, Case No. U-11138; the AT&T

. access degradat:on complaint, Case No. U- 11240, etc.

. 7. MCl is/was a party ina number of appeals of Commission orders to the Michigan
é Court of Appeals. |

% 8. "MCI is a competitor oif Am_e‘ritech in the provision of intrastate intralL ATA toll
éservice. | |

% 9. MClImetro is a compefitor of Ameritech in the provision of basic local exchange
?ser\_rlee. | | |

10 As e_o‘lnpetitors of Amerﬂitech,:MCI and MClmetro are directly affected and damaged
by the anticompetiti‘}e aetivity deseri:bed irl Brooks Fiber Communications of Michigan, Inc.’s
( Brook.s Fiber”) cc:mplaxm in this docket

11. Both Amentech S and MCImetro s local exchange customers have the option of

selecting different, Lmafﬁhaxed carriers for intralLATA toll service. For example, a customer having

800 MICHIGAN NATIONAL TOWER .«

MCImetro as 1ts carrier for local services may have a carrier other than MCI chosen as its “dial /"
carrier for mtraLATA toll trafﬁc, qr_ may dxal around” the preselected carrier by using another
: provider’s lOXXX access code , |

12. MClImetro has/w1ll have dule PIC” capability. That is, a customer may select a

. different carrier as its “dial 1" carner for intralL ATA toll calls than picked as its “dial 1" carrier for

A PROFESEONAL LIMITED CUBWTY COMPANY

interLATA toll calls For example a local service customer of MClmetro may choose AT&T as its

“dial 1" carrier for mrraLATA toll calls and choose MCI as its “dial 1" carmier for interLATA toll

calls.

13. Ameritech has refused to alldw customers of new entrants’ local exchange services

OYKEMA GOSSETIT

o elect Ameritech for 1ntraLATA toll servxces

14. Ameritech provxdcs intraL ATA ,toll service to customers of incumbent local exc hange

companies that do not compete with Ameritech for local exchange service customers.

1~
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DYTKEMA GOSBET!
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15.  Ameritech’s refusal to offer intraL ATA toll service to new entrants’ local service
customers, while offcrmg such services to customers of incumbent local exchange service providers,
constitutes anncompetmve activity in v1olat10n of the MTA. Specifically, Ameritech’s refusal
constitutes unlawful action by a provider of local exchange service in discriminating against other
providers, in providing inferiér‘ 'connectibns to another provider, by impairing the speed, quality or
efficiency of lines used by ano_ther'prQVider, and by refusing or delaying access by any person to
énother provider.

16. The quality, general availability, or conditions for the regulated service (the provision
of intraLATA toll service by A'mer‘ité;?:h) are adverse to the public interest.

17. Ameritech’s refusal to allow customers of new entrants’ local services to select
Ameritech a§ the provider of 'i:itraLATA té_ll service, while offering that service to customers of
incumbent pro?iders through énang'em'ents with those providers, constitutes a violation of the
requirement uﬁder MCL 484.2310(5)'@. offer toll -access services to all providers under the same
rates, terms, and conditions. ‘

18. Inadditionto wrongly denyiﬂg access by new entrants' customers to intraLATA toll
services, Amentcch and 1ts dxstnbutors have engaged/are engaging in anticompetitive sales activities
with regard to mtraLATA toll calhng term plans, known as Ameritech Value Link Calling Plus
Plans. These term agreemcnts vaxl_-y~ in lcngth from twelve months to eighty-four months. The
customer commits to a minimﬁin rﬁonthly'usage to secure a reduced rate for intraLATA toll calls.
The minimum annual uéagé '-émounts vary from $600/year ($50/month) to $12,000.00/year
(8$1,000.00/month). If a customer fails to. meet the minimum usage in any one month of the
agreement, Ameritech bills fh_e :c'ustoxvh;er_i the difference to make up the minimum monthly
commitment. | | |
19. Several customers of Amentech's Value Link Calling Plus Plans have expressed an
interest in sw1tch1ng 1o 2 new entrant as their local service carrier. However, Ameritech has refused
to allow these customers to switch their local service to the new entrant and maintain their Ameritech
intral ATA toll service calling plans. ’Am:e"ritech has a policy not to allow customers of new entrants’

local exchange service to select Ameritech as their intraLATA toll service provider.

3



20. If the customer nevertheless elects to switch to the new entrant for local service, the

customer must terminate its. Ameritech Value Link Calling Plus Plan and incur a penalry.

Consequently, the customer who believes it has purchased only an intralLATA long distance calling

plan has also, in effect, tied :i_tself to solely using Ameritech's local exchange service as well.

. Ameritech has éffectively foreclosed competition for local exchange service in a large segment of

93241 707 -

the market by systernatically réfusihg' to allow customers of competitors to maintain a Value Link

2 Calling Plus Plan w1th any local servxce prowder other than Ameritech. As a de facto tie-in between

AN

o
~
—
P d
o
Q
-

3 Value Link Callmg Plus Plans and its local exchange service, Ameritech is unlawfully

bundling unwanted services or products in violation of MCL 484.2305(1)(m). In addition, by failing

+ LANSING AMICHIG

to disclose to Value Link Callirig PlﬁslPlan.éﬁ_.stomers that, by signing up for the plan, the customer
is effectively limiting itself to Abme}ritéch‘ for local service, Ameritech has omitted material
information regarding the terms andvc'}ov'nditibns of the Value Link Calling Plus Plan in a manger that
is false, misleading, and deceptive, in violar{bn of MCL 484.2502(a).

21. Inaddition, Ameritech has vreﬁ;sed to-accurately provide critical information to Value

Link Calling Plus Plan customéré conSidcring ‘changing to new entrants for local exchange services

800 MICHIGAN HATIONAL FOWER

. . by mxsrepresentmg or refusing to d1sclose the termination penalty of the Value Link Calling Plus
§ Plan contracts. Through these actxons Ameritech has omitted material information regarding the
terms and condmons of the Value Lmk Calhng Plus Plan in 2 manger that is false, misleading, and
deceptive, in violation of MCLV484._2502(3)‘.”
22.  Asa cbmpctitor o'f A:ﬁéritéch MCI and MClmetro meet the “zone of interests " test.
23.  Asapurchaser of telecommumcatlons services from Ameritech, MCI and MClmetro
meet the “zone of interests" test.

24, If the Commission allows Amentech to continue the actions complained of in this

docket, MCI and MCImetro w111 be adversely affected and unable to effectively compete. Thus.

OYKEMA GOSSETY » A PROSFEESIOMM LILITED LWASLITY C

MCI and MClmetro meet the “ mjury in fact” test.

25.  Evenifit is determined that MCI and MClImetro-do not meet the two-pronged test
for standing, the Commission should allow permissive intervention as a matter of discretion.

Significant policy matters are at issue, the evolving competitive telecommunications market :

4



- affected, and MCI and MCIrhétro are in position to provide useful and unique information to the

» LANSING, MICHIGAN 48933-1707 =

« BO0 MICRHIGAN NATIONAL TOWER

Commission.

26.  Noother p>arty 1o this proceeding can adequately represent MCI's and MClmetro’s

" interests in this docket.

27. MCI and MCI.metro represent that their intervention will not unduly delay the

resolution of this matter.

WHEREFORE, MCI and MCIm_etro,_respéctful_Iy request that their intervention be allowed

and that they be granted the rights ofa fhll party in interest.

o APROFESSOMI LIMIIED LAY COVPANY

OYXEMA GOSSE!Y

Dated : April 17, 1997

LA\20686.1
ID\ AE

Respectfully submitted,

 MCI TELECOMMUNICATIONS CORPORATION

and

MClmetro ACCESS TRANSMISSION SERVICES,

INC. ¢!
YT
~By: sz/b

Albert Emst (P24059)
DYKEMA GOSSETT PLLC
800 Michigan National Tower
Lansing, Michigan 48933
(517) 374-9155

* MCI TELECOMMUNICATIONS CORPORATION
“and

. MClmetro ACCESS TRANSMISSION SERVICES,

INC.

By: méﬂ( //(/

James R. Denniston

205 North Michigan Avenue
Suite 3700

Chicago, Illinois 60601
(312) 470-4943



STATE OF MICHIGAN
BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION

* ok ok K

In the matter of the complaint of BROOKS

FIBER COMMUNICATIONS OF MICHIGAN,

INC. against AMERITECH CORPORATION, and

5 MICHIGAN BELL TELEPHONE CO,, d/b/a

2 = AMERITECH MICHIGAN, regarding discnmmatory
g practices as it relates to the termmatxon of ‘

2 intraLATA toll trafflc

Case No. U-11350

HIGAN PUBLIG SERVIGE
MIC FILED

PROOF OF SERVICE

APR 171997

. musmc.' MICHIGAN 4

STATE OF MICHIGAN Ty ,
yss GOMMISSION
COUNTY )3 INGHAM ), L
Sara C. Devine, bemg ﬂrst duly sworn deposes and says that on the 17th day of April, 1997,
she caused to be served upon the pcrsons listed in the attached Service List, copies of MCI

Telecommumcanons Corporanon and MClImetro Access Transmission Services, Inc. Petition for

800 MMCHIGAN NATIONAL TOWER

Leave to Intervene in the above~capt1oned matter by placing said copies in envelopes, plainly

addressed to each person and w1th postage fully prepaid thereon, deposited said envelopes in e

y%(? /\QQ_)-UJQ

vine

Umted States mail receptacle

Subscribed and sWomto befo:e me th1s 17th day of April, 1997.

* A PROFESHONA LINITED L1A8A nv COUPANY o

Q@ e ). abe)

: e M. Baker, Notary Public
‘ In am County, M1ch1gan
- My commission expires: 6/19/01

OYKEMA GOSSETE



Larry VanderVeen

Regional Vice President

Brooks Fiber Commumcanons

| of Michigan, Inc.

2855 Qak Industrial Dive Ne-
Grand Rapids, Mi 49506-1277

= William R. Ralls

¢ Leland R. Rosier

118 West Ottawa Street
z Lansing, MI 48933

4893

HIGA

¢ Michael Holmes
s Ameritech Michigan

£ 444 Michigan Avenue Room 1750

j Detroit Mi 48226

7 Paul Lashxazza
o Ameritech

% 6425 South Pen.nsylvanla, Ste S | ,

z Lansing, Mi 4891 1

v 800 MICHIGAN NAYIO
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Information 1ndustry Servicee
350 Nonth Qrleang

Floar 3

Chicago. IL 60654

Oftlca 312'335-2900

President

June 9, 1997
,,é VIA FACSIMILE

Ms. Anne Bingaman

LT International

8180 Greensboro Drive, Suite 800
McLean, VA 22102

Dear Anne:

The following is in response to your letter of May 22, 1997.

Mr. Michael O’Sullivan initiated and has led weekly conference calls with LCI since mid-1996 to
identify, track and manage operational, service and marketing issues. Michae] provided Ms. Costello with
written conference call status reports an a weekly basis that identified a sequendal tracking number, and
current status, for each of these issues. This report included all the issues which Ms. Costello felt the need
to subsequently and additionally document, despite the fact Ameritech was already acting an each of these
issues. Michael did call Ms. Costello to acknowledge receipt of each letter she sent him and confirmed
that every issue mentioned had already been discussed at length on the weekly conference calls and
separately in almost daily individual calls. In addition, numerous Ameritech personnel had discussed
specific aspects of these issues in meetings, calls and via e-mail with LCI. Therefore, Michael did not
believe it necessary to provide additional documentation on these issues. However, Mr. O’Sullivan did in
fact provide a written response to each issue raised in Ms. Costello’s letters. I have attached a copy of

Michaet O’Sullivan’s May 28, 1997 letter to Ms. Kelly Costello which provides a response to each issue
raised in her letters.

L AMERITECH’S APPARENT EFFORT TO FORECLOSE COMPETITION BY LOCKING
CUSTOMERS INTO LONG-TERM CONTRACTS

In your May 22, 1997 letter, you claim that Ameritech is deliberately foreclosing campetition by
locking up substantial segments of local markets by tying custamers to long-term contracts with
huge termination penalties. You also allege that this practice has the effect of foreclosing huge

portons of the local customer base from competitors”’ reach. Ameritech unequivocally disputes
these claims.

Based upon your vast experience as both a private practitioner and the nation’s highest ranking
antitrust official, you are more than familiar with the law governing exclusivity agreements.
Recognizing the benefits that often result from exclusive dealing arrangements, these agreements
are not per se anttrust violations but instead analyzed under the Rule of Reason. From a supply-
side standpoint, exclusivity permits a suppler 1o offer lower prices, additional services, and
necessary capital investment. From a demand-side perspective, customer welfare is enhanced by
lower prices, more services, dedicated supplier personnel, and the certainty of a supply source at
a predetermined or otherwise predictable price.

As you also know, exclusivity agreements are problematic under anzitrust law only when their
duration is deemed anticompetitive and when such agreements foreclose significant segments of
the relevant market. Durational reasonableness and permissible levels of market foreclosure are
obviously industry-specific questions. Ameritech believes that its contracts with local customers
do not foreclose viable competitive entry.

}‘LET’\‘é-ﬂ, (0Pl NOT fEccwed (v TME P Tl Free o
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As a final general observation concerning your allegations in Section [, please the parties to the
subject agreements arc business customers. Many are substantial corporations with significant
bargaining power. These customcers are not in anmy manner coerced into entering these

agreements. Instead, they recognize the many benefits which such arrangements may provide
them.

In Subsection A of Section I of your letter, you allege thar Ameritech's long-term intralL ATA tall
call contracts fareclose up 1o 50% of both the local and intral ATA. toll markets from
compettion. For numerous reasons, Ameritech takes exception ta this claim.

Initially, Ameritech disputes your charactarization of these contracts as exclusivity arrangements.
Many of the subject conuacts are very customer-specific. However, a majority of these
agreements do not, in fact. require exclusivity. Some of the agreements contain volume-driven
pricing discounts. Other agreements contain pricing predicated on certain volume commitmenss.
To be sure, these types of pravisions incent customer loyalty, but they do not require it.
Customers presented with campetitive affers may purchase service frém competing providers.

Ameritech believes there is absalutely no basis for the allegation that up to 50% of Ameritech’s
business customers are bound by long-term exclusivity agreements. Based upon our estimates, an
extremely small share of the relevant market is subject to agreements which may be considered
long-term in nature. Clearly, to the extent that these contracts cause any market foreclosure, the

degree of foreclosure {s well within limits set forth under prevailing antitrust law and does not
pose a significant barrier to new market entry.

Moreover, most of the subject contracts are one or two years in duration. Ameritech does not
believe that this term is unreasonablc within this industry and under prevailing antitrust case law.

As noted above, commitments of this duration also provide the basis for lower prices and
enhanced customer service.

With respect to the tying allegation relating to our Value Link service, there is no tie of local
service to Ameritech’s Value Link product because customers may, in a 2-PIC state, elect
Ameritech as their intraLATA toll carrier while electing a different local exchange service
provider. Various methods are available to implement multiple carrier elections by a castomer,
and Ameritech may use traditional and non-traditional billing arrangements to do so.

Implementation of any arrangement requires cooperation between the carriers selected by the
customer.

In Subsection B of Scction [ of your leuer, you claim that Ameritech’s long-term Centrex
contracts foreclose up 10 50% of the smali business market from effective competition.
Ameritech also takes exception to this allegation for a number of reasons,

Many of the Centrex contracts are not, in fact, exclusive dealing arrangements. Some of the
contracts call for volume-driven pricing discounts or volume commitments. These agreements do
not, however, prevent the customer fram obtaining service from competitive providecs. Other
contracts do require some degree of exclusive dealing. However, this latter group of contracts

frequently cavers only a portion of a customer's service lines when compared to the customer's
total lines in use.

Ameritech also believes that there is no basis for LCI's allegation that as much as 50% of the
relevant small business markez has been foreclased from effective competition. A claim of this
sort obviously tums on the complainant’s definidon of the relevant praduct or service market,
Nevertheless, based upan Ameritech’s definition of the relevant market, the degree of market
foreclosure resulting from these contracts is relatively small, even when including contracts
which are not, in fact, exclusive dealing arrangements. In any event, these contractual
commitments do not pase a significant barrier to competitive entry.
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While some of Ameritech's Centrex contracts do run for longer terms, the duration of these
contracts is based. in large part. on the level of investment Ameritech must make to service the
customers. Many of these contracts call for dedicated facilities and personnel. Other customer-
specific expenses ara also incurred. While you refer to the termination charges as punitive in
nature, they are not: they are appropriate liquidated damages that merely provide Ameritech
with the benefit of its bargain and the recoupment of capital investment,

Finally, you conclude Section I by alleging, in Subsection C, that Ameritech has foreclosed
competition for a major portion of the large business telephone market by locking in such
customers with volume discourts under long-term contracts subject 10 large termination
penaliies. Ameritech is simply unable to detcrmine the namre of this claim. The two or three
sentences appearing bencath the caption offer little in clarification. Ameritech would anticipate,
however, that many of the so-called “cxclusive™ agreements are, in fact, volume discount
programs or volume commitments which do not prevent a customer from obtaining service
concurrently from a competitive provider. While we cannot determine the precise nature of your
claim, Ameritech is confident that any actual market foreciosure is extremely small and well
below levels considered actionable under prevailing antitrust law. Mareover, these contracts are
with major business customers who possess substantial bargaining power, These customers are
not coerced into exclusivity commitments. and they benefit from lower prices, dedicated
personnel, and pricing and supply security. As you know volume and term cantract are ofien
used in our industry, not only by Ameritech and LCI, by also by Local pmvndas who are
currently offering services in the Ameritech service areas.

0. AMERITECH’S EFFORTS TO PREVENT LCI FROM EITHER PURCHASING OR

. AMERITECH'S FAILURE TO PROVIDE OSS PARITY:
A

TESTING UNES

I have previously responded to this issue in my May 28, 15397 letter to you which [ have artached,

Failure to respond adequately to customer - specific service issues:

1. La Rabida Children’s Hospital (La Rabida)

La Rabida Children’s Hospital: This is an 82 line PBX customer. The original LCI request was

received on December 10, 1996, 10 “assume as is” 81 lines. On the due date, December 20, 1997,

LCI verbally changed its request to assume only 12 lines, not the original 81 lines. LCI did not
send a written request to revise the order until January 22, 1997, This partial assumption of this
complex account required 2 major and complex rearrangement of the services. Also, LCI
continued to send in changes to the order prior to order completion. To further complicats
matters. these orders encountered problems with the billing systemm. The request to move all

services back to Ameritech was completed on April 22, 1997. The billing system issues related
to this account were resolved as of May 29, 1997.

In regard to your suggested actions, Ameritech agrees that a letter should be sent to La Rabida
describing the delays caused by our billing system. Since this is an Ameritech issue¢ and the
customer was kept informed throughout the period, we would prefer to send this letter directly 1o
the customer. rather than jointly with LCI. Secondly, Ameritech agrees that our staffs need to

work together to address appropriate credits related to other service issues. Qur respective teams
held a confercnce calf on Friday, fune 6 to start that process.

P. 004
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2. Emhassy Executive Center (“Embassv Executive™)

This was a Centrex customer in a grandfathered tariff with an expired contract when it was
assumed by LCI. As with all grandfathered products, the tariff provides 90 days to update our
billing system and properly bill these services. This billing system update was completed on
February 13, 1997. The claims process to account for usage billed directly by Ameritech has

been completed, and the customer was given a credit of $224.02, This issue is considered
resolved.

3. Fox Vallev Fire I Safetv (“Fox Vailey™)

This issuc is related to Ameritech’s conversion 1o a new billing system. This issue was resolved
on April 28, 1997. Although this is a long time, Ameritech has outlined its process for
submitting claims for usage billed directly to the customer by Ameritech instead of providing this
usage to LCI. However, LCI has not submitted, nor initiated any such claim.

4, Coaches Hotline

We compared the LCI requests to the internal ordess processed for this customer. All records
match exactly. No Amcritech errors have been found. Further, it appears as though there were
other non-Ameritech issues with this account such as problems with CPE. Since services were
provided as ordered no credit will be given on this account.

5. Mark 1V Realtv

Based on the AIIS - LCI conference call held on May 14, 1997 and additional calls 10 the
Ameritech Billing Group and AIIS Service Center, this does not appear to be an LCI account.
Jim Sof, General Manager, AIIS Service Centers, is verifying the account information and will
pravide a written response under separate cover. If this is not an LCI account then LCI will not
be responsible for any charges for this account and a credit will be issued.

B. Failure to provide timely and accurate information essential to billing

1. General Usare problems

My team has investigated the list of 168 telephone numbers for which LC] indicated they had not
received daily usage. LCI acknowledges closure for 30 of these numbers. The remaining 138
tclephone numbers were confirmed as being resold 1o LCI, When messages are originated from
these nurubers they will be forwarded to LCl on their Dajly Usage File (DUF).

We believe that all DUF information is being provide to LCI for their accounts. On May 7th,
1997, Ameritech asked LCI to confirm whether usage still had not been received for the 138

numbers, Ameritech also asked LCI to identify several high usage numbers from this list As of
May 30, 1997, this information had not been provided by LCI.

2.  Dailv usage file timelincss

The Billing System has been designed to provide recorded usage to external customers within 3
10 5 days. As LCI admits, it has received 58 percent of their daily usage in 3 days, 76 percent in
4 days and 99 perccnt in § days. While Ameritech uses best efforts to provide usage information
within 72 hours, there are times when system processing sequences result in longer intervals.
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3.  Ameritech’s cicctronic billing system (AEBS) timeliness

Ameritech has just completed a major hardware, software and operational migration for the
Ameritech Electranic Billing System (AEBS). While the migration did cause¢ some temporary
sysiem problems that resulted in late delivery of the AEBS tapes, we are confident that all issues
are now resalved, and the end result should be significant operational improvements. As of this
date. we expect that the May bill will be released on time and do not anticipate any delay in
providing the assaciated electronic support documenwation. As yau indicated in your letter, the
timing of delivery of the AEBS data has been improving in recent months.

4. Resulting billing probiems

The intent of the AEBS fced is o provide an electronic billing fle of the details needed to
support the Ameritcch bill to LCI and not to provide dawa for LCI's end nser billing. Ameritech
is providing the required daily usage information which can be combined with LCI's records of
monthly recurring and non recurring charges. As a result, the tming of the AEBS file should not
hinder or delay LCT's ability to bill their end user customeérs.

C. Failure to provide accuratc and timely provisioning information

1. Grandfathered Amcritech Products

Grandfathered Telecommunications Services are available for resale, based on the terms and
conditions in the LCI Ohio Resale Agreement, as contained in Exhibit 2 a1 3.1 of thay agreement,
and the Ohio Resale Tarifl, cyrrently under review by the Public Utilites Commission of Ohio.

Grandfathered services are no longer available to the general public for new installations. These
servicas are only available to existing customers for the duration of their contract period, and

_ these contracts can be assumed by a Carrier. Since grandfathered services are no longer available
to the general public. they are added into the Resale Billing System on a per account basis.

Upan assumption of an existing grandfathered contract by a Carricr, the billing name on the
account is changed to the Carrier's billing name within 24 hours. Customers using grandfathered

services are converted to the Resale Billing System on a per account basis, and the process takes
90 days, as contained in the pending resale tariff in Olio.

During the 90 day conversion period, usage data associated with grandfathered services is
provided to the Carrier in paper format on a monthly basis at retail rates. After 90 days, the
account will be fully converted to the Resale Billing Systen, and all Ameritech provided usage
and telecommunications services will be billed at the appropriate resale rate. Additionally, upon

conversion ta the Resale Billing System, Ameritech provided usage will appear an the Daily
Usage Feed, and billed at the approprniate resale rates.

The retail billing that the Carricr received during this conversion process is adjusted retroactively
back to the date of the billing name change through a claims process to be initiated by the
Carrier, and a credit is issued to the Carrier, in the form of a credit adjustment against the
Carrier's account, (o reflect appropriale resale rates upon receipt of the claim,
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2. Regularlv updated USOC information

Ordering guides for unbundled network elements and resale services and other OSS
documentation have been available on Ameritech’s Internet website for resellers. The Resale
Services Ordering Guide includes information on USOC, Class of Service, FID and/or other
details necessary 1o accurately provision customer orders and should be 2 LCI source for accurate
and up to date product ordering informaticn. Furthermore, a comprehensive change
management process ensures the Resale Services Ordering Guide reflects the most current and
accurate data and USQC information, in parity with Ameritech’s retail units. Combined with
retail and resale tariffs, the Resale Services Ordering Guide provides LCI with the informadon
needed to correctly provision customer arders.

Beyond the Resale Services Ordering Guide, LCI has also been provided additional information
and instruction. For example, LCI has received resale training on ordering and billing and

provided copies of the AIIS Service Center's USOC and FID guide books addressed during this
training, L.CI has also been provided the list of USOCs not available for resale as well as Class

of Service descriptions. Further, LCl is on the mailing list for the Fearure Availability and Street
Address Guide CDs.

D, Failure to develop an adequate electronic data jaterchange (“EDI™) system

Ameritech's electronic OSS interfaces provide for the ordering of UNEs in addition to bundled
resale.

We have already scheduled an enhancement to be implemented an June 30, 1997 which will
provided for multiple error messages associated with a single order. In practice, we have found

this is not as significant an issue as might be thought since less than on third of rejected orders
experience a second reject upon resubmission.

There are currently no national standards for ordering UNEs withour ED]. We have agreed 10
implement the ordering of unbundled loops via ED] within a reasonable period following the
adoption of Customer Service Guidelines, Issie 7 by the Telecommunication Industry Forom
(TCIF), which will be the first national guideline for ordering loops via EDI. We have also
invited LCI to participate in implementation meetings with Ameritech and other camiers to plan
the implementation of Issue 7. Also, use of the ASR for ardering unbundled transport elements

is virtually identical to the ardering process used by LCI today when ordering the similar acoess
elements from Ameritech as an IXC,

Anne, I would hope that in the future, we can address these matters i a spirit of mumal
cooperation without the need for unnecessary unproductive letter exchanges. As this response
demonstrares, Ameritech has been working with LCI to resolve and has resolved the outstanding
service and operational issues detailed in your May 22, 1997 letter. We are committed to
contimue working with LCI as a valued customer, and we hope you are also commited 0
addressing and resolving any issues that may arise as part of our relationship,

Sincerely,
e
Neil E. Cox
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Informatisa Indushry Services
150 Exst Gay Sveet, Roam 13.0
Columbus. OH Q215

Oftien 6Y4/751-0200
Fax 814/751-0201
eritech

Mickael J. 0'Sulllvan
Major Actount Manager

VIA FACSIMILE

May 28, 1997

Ms. Kelly Costello

L.CI lnternational

130 Greensboro Drive, Suite 300

McLean, VA 22102

Dear Kelly:

Tn mid-1996 [ initiated weekly conference calls with LCI to identify, track snd manage operational, service
and marketing issues. | initisted the calls with Bill Jones and Beth Rausch, then with Kirsten Johnsoa
when she replaced Bill as ATIS' primary contact and have continued them with you since Kirsten left LCIL.

[ arrange and lead the calls every Monday moming and have had a variety of AlILS pursoanel participate in
the conference cails from Billing, Dambmse Management, EDI. Netwark Suppart, Product Management,
Resale Service Center Managemeat , Service Managemenr, Voice Messaging Support and various Staff
Mansgers, depending on the issues 1o be discussed. T have also mainmined a written status report to record
and update the current stetus of each of e issues discussed on the coaference calls and have forwarded
these to you and participating AILS persomacl

From April 9, 1997 to May 20, 1997 you sent me 11 Jettert restating various resale and service issues from
your perspective. I have called you to acknowledge receipt of these letters and confirmed that each of the
issues listed have been discussed ax length o our confereace calls and in almast daily separate individual
calls. [n addirion, rumercus Ameritech personnel have discussed specific aspects of these issues in
meetings, calls and via c-mail with LC] and this activity has been mcluded in the written conference cail
statug reports we have exchanged.

As we agreed, our gext regular conference call will be held on Monday June 2. 1997, hawever, the
following is the curreat smnys of the issues listed in your letters.

La Rabida Children's Hospial: This is an 82 Fre PBX customer that LCT originally requested to “assume
%5 is - [ess one line™. This mioal tervice order was written oo 12/15/96 and subsequently changed o
“assume only 12 lUnes” There were also numerous orders snd changes reganding the PICs for these lines.
Ultimately the customer slected to remain with Ameritech agd the AILS Service Center has been warking
to return the account to is ariginal status. As of this marning, we are waiting to verify that

the one remaining service order has been acceprad in the ACIS damsbase. Kelly, 25 I recommended
previously, and we sgreed & our telephone conversaton an May 23, 1997, 1 believe we should hold a joint
review of this account as 30on as the fioal order is completed to determine what the problems were, why

they ocrurred and what we can do 25 a tesm to avaid themn in the future. This is conference call iasue #20
and was mentioned in your lenters of 4/28, 4729, 5/9, 5/14 and 5720.

®
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